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Mr. Jim Walcutt

Right of Way Project Management Section
ADOT Mail Drop 612E, Room 331

205 South 17" Avenue

Phoenix, AZ 85007-3212

RE: Appraisal Assignment No. JW-22-007
Parcel No.: L-SC-001 (M.S. 999)

Dear Mr. Walcutt:

At your request, | have developed an opinion of market value for the 13.55-acre parcel of
vacant land located at the northeast corner of the East Interstate 19 Frontage Road and
Chavez Siding Road in the unincorporated community of Tubac, Santa Cruz County,
Arizona. The property is owned by the Arizona Department of Transportation and slated for
possible sale or disposal. The effective date of the appraisal is September 28, 2022 and
coincides with my most recent visit to the property.

The purpose of this appraisal was to develop an opinion of market value for the fee simple
interest. Pursuant to Arizona Revised Statute 28-7091, the definition of market value is as
follows:

"...'Market Value' means the most probable price estimated in terms of cash
in United States dollars or comparable market financial arrangements which
the property would bring if exposed for sale in the open market, with
reasonable time allowed in which to find a purchaser, buying with knowledge
of all of the uses and purposes to which it was adapted and for which it was
capable."

The intended user of the appraisal is the State of Arizona Department of Transportation
(ADOT). The intended use of the appraisal report is to utilize the opinion of market value to
assist in decisions regarding the disposition of the property.

The appraisal is intended to comply with:

1 ADOT Department of Transportation Contract ID CTR054976;

1 ADOT Right of Way Procedures Manual, Project Management Section,
Chapters 3 and 4;

9 Federal Highway Administration (FHWA) Uniform Act, 49 CFR Part 24;

1 current edition of the Uniform Standards of Professional Appraisal
Practice (USPAP);

9 the scope of work for this assignment.

326 South Convent Avenue Tucson, Arizona 85701 Phone (520) 792 8200
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Based upon the data, analysis and discussions contained in this report, it is my opinion that
the market value of the subject property, as of the September 28, 2022 effective date of
value, was:

$60,000

Extraordinary Assumption: Most of the subject property is located in FEMA Zone A
Special Flood Hazard Area (SFHA). The Zone A flood limits are approximate without
established Base Flood Elevations (BFE). Any habitable structure must be elevated one
foot above the base flood elevation.

According to Santa Cruz County Development Services, development in the floodplain will
require an elevation certificate completed by a registered surveyor or engineer,
encroachment analysis and floodplain use permit. A federally backed mortgage or loan
secured by a building will require flood insurance.

Without accurate studies, it is not possible to evaluate the financial feasibility of developing
the flood-prone portion of the subject property. Thus, this appraisal is based on the
assumption that it is financially feasible to develop at least one homesite on that portion of
the subject that is outside the 100-year floodplain. Should the results of the aforementioned
studies indicate that development of more than one homesite is financially feasible, the
preceding valuation is subject to change.

The size of 13.55 acres was derived from the legal description prepared by ADOT. This size
differs from other documents provided by ADOT and differs from the size reported by the
Santa Cruz County Assessor. Should a subsequent survey result in a size that is different
from that used in this appraisal, the preceding valuation is subject to change.

Hypothetical Conditions: None

The use of the extraordinary assumptions could affect the assignment results.

| hereby certify that to the best of my knowledge and belief, all statements and opinions
contained in this appraisal report are correct. This transmittal letter is not valid for any
purpose unless accompanied by the appraisal referred to herein.

Thank you for this opportunity to be of service.

Weissenborn Appraisal, LLC

Beverly Weissenborn, MAI
Arizona Certified General
Real Estate Appraiser #CGA-30125

326 South Convent Avenue Tucson, Arizona 85701 Phone (520) 792 8200
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Contingent and Limiting Conditions

The certification of the Appraiser appearing in this report is subject to the following
conditions, and to such other specific and limiting conditions as are set forth by the
Appraiser in the report.

This report is being prepared for our client. This report or any portion thereof is for the
exclusive use of the client and is not intended to be used, sold, transferred, given or relied
on by any other person than the client without the prior, expressed written permission of the
author, as set forth within the Limiting Conditions contained in this report.

The Appraiser assumes no responsibility for matters of a legal nature affecting the property
appraised or the title thereto, nor does the Appraiser render any opinion as to the title, which
is assumed to be good and marketable. The property is appraised as though under
responsible ownership, competent management and adequate marketing typical for that
type of property.

The Appraiser has made no survey of the property. Any sketch or map in the report may
show approximate dimensions and is included for illustrative purposes only. It is the
responsibility of a certified engineer, architect or registered surveyor to show by a site plan
the exact location of the subject property or any improvements or any proposed
improvements thereon, or the exact measurements or calculations of estimated area of the
site. In the absence of such a survey, the Appraiser may have utilized Tax Assessor's maps
or other maps provided by the client which may not represent the exact measurements of
the subject property or other comparable information utilized to determine the value of the
subject property. Any variation in dimensions or calculations based thereon may alter the
opinion of value contained within the report.

In determining the opinion of value of the subject property and in analyzing comparable
information, the Appraiser has relied upon information from public and private planning
agencies as to the potential use of land or improved properties. This information may
include, but is not limited to, Area Plans, Neighborhood Plans, Zoning Plans and
Ordinances, Transportation Plans and the like. In developing the opinion of market value,
the Appraiser may have considered the extent to which a knowledgeable and informed
purchaser or seller, as of the date of the appraisal, would reflect the reasonable probability
of changes in such land uses becoming actualized in the future. To the extent that these
plans may change, the value opinion of this report may also change.

In the absence of a professional Engineer's Feasibility Study, information regarding the
existence of utilities is made only from a visual inspection of the site. The Appraiser
assumes no responsibility for the actual availability of utilities, their capacity or any other
problem which may result from a condition involving utilities. The respective companies,
governmental agencies or entities should be contacted directly by concerned persons.

The Appraiser is not required to give testimony or appear in court because of having made
the appraisal unless prior arrangements have been made and confirmed in writing.

Any allocation of the valuation in the appraisal report between land and improvements
applies only under the existing program of utilization. The separate valuation for land and
improvements must not be used in conjunction with any appraisal and are invalid if so used.

The Appraiser assumes that there are no hidden or unapparent conditions of the property,
subsoil, potential flooding hazards, hydrology or structures which would render it more or

Weissenborn Appraisal 1
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less valuable. The Appraiser assumes no responsibility for such conditions or for
engineering which might be required to discover such factors. To the extent that published
data from public agencies is available on the above, the Appraiser has made an effort to
consult this information.

Unless otherwise stated within this report, the existence of hazardous materials, which may
or may not be present within or on the property, will not be considered by the Appraiser.
The Appraiser assumes and the client warrants that, to the best of their knowledge, no such
materials adversely affect the utility, usability or developability of the property. The
Appraiser is not qualified to detect such substances. The presence of substances such as
asbestos, urea-formaldehyde foam insulation, radon gas or other potentially hazardous
materials may affect the opinion of value of the property. The value opinion has been
predicated on the assumption that there is no such material on or in the property that would
cause a loss in value. No responsibility will be assumed for any such conditions or for any
expertise or engineering knowledge required to discover them. The client is urged to retain
an expert in this field, if desired. If, at a later time, hazardous materials or substances are
discovered, the Appraiser reserves the right, for an additional agreed upon fee, to re-
analyze and re-value said property, taking into account the discovery of such factor or
factors and their effects on the value of the subject property.

Information, estimates and opinions furnished to the Appraiser and contained in the report
were obtained from sources considered reliable and believed to be true and correct.
However, no responsibility for accuracy of such items furnished to the Appraiser can be
attributed to the Appraiser.

Disclosures of the contents of the report by the Appraiser are governed by the Bylaws and
Regulations of the professional appraisal organizations with which the Appraiser is affiliated.

On all reports which are undertaken subject to satisfactory completion of, alterations of or
repairs to improvements, the report and value conclusions contained in it are contingent
upon completion of the improvements or of the repairs thereto or alterations thereof in a
workmanlike manner and consistent with the specifications presented to the Appraiser.

The Appraiser has not made a specific survey of the subject property to determine whether
or not it has any plant or wildlife identified by the U.S. Fish and Wildlife Service as
endangered or threatened species. While not observed and while no information was
provided to confirm or deny the existence of any endangered or threatened species on the
subject property (unless expressly stated herein), it is emphasized that the Appraiser is not
gualified to detect or analyze such plants and wildlife. Any such conclusions must be based
upon the professional expertise of persons qualified to make such judgments. Thus, any
person or other entity with an interest in the subject property is urged to retain an expert if
so desired. It is possible that a survey of the property could reveal that the site contains
endangered or threatened plants or wildlife. If so, this fact could have a negative effect on
the value of the property. Since the Appraiser has no direct evidence relating to this issue,
possible endangered or threatened species were not considered in valuing the property.

The use of this report or its analysis and conclusions by the client or any other party
constitutes acceptance of all the above limiting conditions.

Extraordinary Assumption: Most of the subject property is located in FEMA Zone A
Special Flood Hazard Area (SFHA). The Zone A flood limits are approximate without
established Base Flood Elevations (BFE). Any habitable structure must be elevated one
foot above the base flood elevation.

Weissenborn Appraisal 2
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According to Santa Cruz County Development Services, development in the floodplain will
require an elevation certificate completed by a registered surveyor or engineer,
encroachment analysis and floodplain use permit. A federally backed mortgage or loan
secured by a building will require flood insurance.

Without accurate studies, it is not possible to evaluate the financial feasibility of developing
the flood-prone portion of the subject property. Thus, this appraisal is based on the
assumption that it is financially feasible to develop at least one homesite on that portion of
the subject that is outside the 100-year floodplain. Should the results of the aforementioned
studies indicate that development of more than one homesite is financially feasible, the
preceding valuation is subject to change.

The size of 13.55 acres was derived from the legal description prepared by ADOT. This size
differs from other documents provided by ADOT and differs from the size reported by the
Santa Cruz County Assessor. Should a subsequent survey result in a size that is different
from that used in this appraisal, the preceding valuation is subject to change.

Hypothetical Conditions: None

The use of the extraordinary assumptions could affect the assignment results.

Weissenborn Appraisal 3



Summary of Salient Facts

Parcel:
Larger Parcel:

Property Location:

Assessor Parcel No.:

Purpose of the Appraisal:

Intended Use:

Client and Intended User:
Effective Date of Value:
Date of the Report:
Owner of Record:
Interest Appraised:

Scope of the Appraisal:

Site Description:

File No: 03
Parcel No.:

202 208 L
L-SC-001

L-SC-001
13.55-acres of land

Northeast corner of the I-19 Frontage Road and Chavez
Siding Road, Tubac, Santa Cruz County, Arizona.

111-32-007A

To develop an opinion of market value of the fee simple
interest.

To utilize the opinion of value to assist in decisions
regarding the disposition of the property.

State of Arizona Department of Transportation (ADOT).
September 28, 2022

November 1, 2022

State of Arizona, Department of Transportation (ADOT).
Fee Simple

Work on the appraisal was not limited in scope and was
intended to comply with the Statement of Work for this
assignment, the ADOT Procedures Manual Project
Management Section Chapters Three and Four, the
Federal Highway Administration (FHWA) Uniform Act,
49CFR Part 24, and the current edition of the Uniform
Standards of Professional Appraisal Practice (USPAP).

Our findings are conveyed via a Real Property Appraisal
Report per USPAP.

Size: 13.55 acres per legal description

Shape: Irregular

Topography: Undulating; bisected by un-named wash.
Access: Paved access via Chavez Siding Road along
the south boundary. In addition, there is a two-
track road across a ranch property adjacent
north that provides physical access from the
frontage road to the northwest corner of the
subject property. If used, legal access by way
of an easement would have to be secured from
the adjacent property owner.

Weissenborn Appraisal
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Vegetation: Mostly mesquite, acacia and other native
grasses and shrubs.

Utilities: All utilities are at the subdivision adjacent
south. Extension to local services would be
required. No utilities to those areas north of the
wash.

Improvements: None other than a dilapidated bridge and
paving that likely date back 100+/- years
when the highway alignment was further
east.

Flood Hazard: According to FEMA Panel No.. 04023C0043C dated
December 2, 2011, approximately one acre is outside the
100-year floodplain.

Zone A1 Approximately 12.55 acres are determined to be
in Zone A, an area with 1% chance of flood in a 100-year
event.

Per Santa Cruz County Floodplain Management, multiple
studies are required to determine the development potential
of the floodprone portion of the subject property.

Zoning: Santa Cruz County: GR; General Rural. For residential
purposes, the minimum lot size is 4.13 acres.

Comprehensive Plan: R; Ranch; Permits 0.25 residences per acre.

Highest and Best Use: Potential for one residential homesite or tenure control.
Exposure Time: 12 months

Opinion of Value: $60,000

Extraordinary Assumption: Most of the subject property is located in FEMA Zone A
Special Flood Hazard Area (SFHA). The Zone A flood limits are approximate without
established Base Flood Elevations (BFE). Any habitable structure must be elevated one
foot above the base flood elevation.

According to Santa Cruz County Development Services, development in the floodplain will
require an elevation certificate completed by a registered surveyor or engineer,
encroachment analysis and floodplain use permit. A federally backed mortgage or loan
secured by a building will require flood insurance.

Without accurate studies, it is not possible to evaluate the financial feasibility of developing
the flood-prone portion of the subject property. Thus, this appraisal is based on the
assumption that it is financially feasible to develop at least one homesite on that portion of
the subject that is outside the 100-year floodplain. Should the results of the aforementioned
studies indicate that development of more than one homesite is financially feasible, the
preceding valuation is subject to change.

Weissenborn Appraisal 5
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The size of 13.55 acres was derived from the legal description prepared by ADOT. This size
differs from other documents provided by ADOT and differs from the size reported by the
Santa Cruz County Assessor. Should a subsequent survey result in a size that is different
from that used in this appraisal, the preceding valuation is subject to change.

Hypothetical Conditions: None

The use of the extraordinary assumptions could affect the assignment results.

Valuation Process

An appraisal includes the development and reporting of an opinion of value that is based
upon research and analysis of factors influencing real property values. When organized
properly, the appraisal process runs through a series of steps that lead to a well-founded
and soundly supported opinion of market value that is credible, reliable and accurate.

The Arizona Department of Transportation (ADOT) Project Management Section Right of
Way Procedure Manual lays out the preferred process for the development and reporting
of appraisals made for ADOT operations. This report is structured on those guidelines.

The first sections of this report cover factual data that define the appraisal problem. Those
include Property Identification - Larger Parcel, the Purpose of the Appraisal, the Scope of
the Appraisal process, Neighborhood Data, and Subject Property Data and Description. The
second portion of the appraisal includes the analyses and conclusions on which the opinion
of value is based. This follows logically through the appraisal process, beginning with the
Highest and Best Use analysis, which is followed by the Comparable Sales Overview, and
in turn by the Valuation Analysis.

The three traditional approaches to value are considered. Since the subject site is vacant,
the only applicable approach to value is the Sales Comparison Approach. In the Sales
Comparison Approach, recent sales of similar properties, known as "comparables," are
analyzed and adjusted to the subject property. This approach best represents the actions
of buyers and sellers in the market for this type of property.

Property ldentification i Larger Parcel

The subject property is an irregular shaped parcel of vacant land consisting of 13.55 acres.
It is a former materials site owned by the State of Arizona i Department of Transportation.

The north boundary of the property is a straight line that runs approximately 330 feet east

from the Frontage Road. It is adjacent to a 636.67-acre parcel (APN 111-20-002) that is

part of a 1,232-acre property owned by VHS USA Holdings Inc. The east boundary abuts a

triangular shaped parcel consisting of 2.65 acres owned by Edwin H. and Frances Swanson
(111-32-013A). A segment along the south boundary adjoins Chavez Siding Road. At the

west endtherearetwos mal | privately owned parcels betweer
and Chavez Siding Road. These two vacant parcels, A P N 632-048Q.&-0430 consist

of 0.39 acre and 1.05 acres, respectively. Both are owned by Tubac Rio Cruz, LLC and

appear to be remnant parcels of the Tubac Rio Cruz subdivision across the street. The west

boundary of the subject property is formed by the I1-19 Frontage Road.

The Larger Parcel concept finds its foundation in condemnation appraisal, when an
organization with condemnation authority acquires a partial interest in a property through
an eminent domain action. It is useful for other types of partial acquisitions as well, such as
road and utility rights of way, or for conservation easements.

Weissenborn Appraisal 6
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According to the ADOT Right of Way Procedures

one parcel, part of a parcel, or several parcels combined, depending on the following:

a. Unity of use: Unity of use is considered the most predominate test. This does
not necessarily mean the existence or non-existence of a current unity of use,
but rather unity of Highest and Best Use. Thus, even though a parcel may be
under one ownership and contiguous, there may be more than one existing or

economic use of the site. I'n this case

parcel 06 to be considered.

b. Unity of title/ownership: Acquisition of parts of a whole at different times
does not destroy unity of title, nor, in some cases, does the fact that one parcel
is owned by an individual and the second is owned by a corporation under the
control of that individual.

Likewise, a fee interest in one parcel and a leasehold interest in an abutting
parcel can operate as one larger parcel for the remaining term of the lease.

c. Contiguity: Although typically a prime factor in determination of the larger
parcel, contiguity is also not always mandatory. For example, a site located
several parcels away, which provides necessary overflow parking may be
considered as part of a larger parcel. Another example would be the taking of
a processing plant for items produced on a non-contiguous site.

The subject represents excess land that was a materials site. In addition, there are remnant
improvements, namely a dilapidated bridge over the wash, that are from long ago when the
highway or an old road had a slightly different alignment. These improvements are long
past their economic life. Today, the site is mostly vacant and in its native state bisected by
an un-named wash.

The property is a physically isolated parcel bound on the north, east and south by privately
owned parcels under different ownerships and on the west by the I-19 Frontage Road. In
this case, itisADOT 6 s i didpese df the pooperty, on a voluntary basis and including
all interests in the property held by ADOT.

The subject property, as described above, represents a single economic unit, or Larger
Parcel.

Legal Description

A legal description provided by ADOT is included in the Addenda to this appraisal report.

Weissenborn Appraisal 7

P

t her



File No: 03 202 208 L
Parcel No.: L-SC-001
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Aerial Map of the Property
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Purpose of the Appraisal

The purpose of this appraisal is to develop an opinion of market value of the fee simple
interest, subject to reservations and encumbrances of record. Pursuant to Arizona Revised
Statute 28-7091, the definition of market value is as follows:

'‘Market Value' means the most probable price estimated in terms of cash in
United States dollars or comparable market financial arrangements which the
property would bring if exposed for sale in the open market, with reasonable time
allowed in which to find a purchaser, buying with knowledge of all of the uses
and purposes to which it was adapted and for which it was capable.

Fee Simple is defined in the Dictionary of Real Estate Appraisal, 2022 version, published
by the Appraisal Institute, as:

Absolute ownership unencumbered by any other interest or estate, subject only to the
limitations imposed by the governmental powers of taxation, eminent domain, police
power and escheat.

Per the ADOT Procedure Manual:

The underlying assumptions and limiting conditions pertaining to this report are
contained in the Certificate of Appraiser immediately following the Summary of Salient
Facts section of this report. These assumptions and limiting conditions are an integral
part of the report.

Intended User

The intended users of the appraisal are representatives of the State of Arizona Department
of Transportation (ADOT).

Intended Use of the Appraisal

The intended use of the appraisal report is to utilize the opinion of value to assist in decisions
regarding the disposition of the property.

Owner Contact and Site Inspection Information:

The property is owned by the Arizona Department of Transportation, which has
commissioned Weissenborn Appraisal, LLC to perform this appraisal. Much communication
between ADOT representatives has taken place throughout the appraisal process.

Beverly Weissenborn, MAI and Jim Walcutt, Review Appraiser for ADOT, visited the
property on September 28, 2022. We walked the property, noting boundaries and important
features. During that visit, Mr. Walcutt shared important details about the property and its
history.

Weissenborn Appraisal 10
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ADOTM-1-V-4042-9-14 APPRAISALS EXHIBIT 9-14 July 1, 1992

CONTACT REPORT

DATE: September 20, 2022

PARTIES CONTACTED: On September 20, 2022. Mr. Jim Walcutt was contacted by telephone
regarding his availability for a site visit to the subject property. We agreed to meet at the subject
property at 9:00 a.m. on Wednesday, September 28, 2022. Those present at the inspection
included Beverly Weissenborn, MAI, and Jim Walcutt, ADOT.

Appraisal Services Contract No. CTR054976  Appraisal Assign. No.: JW-22-007

Project: M5193 01X Highway: Nogales-Tucson Section: Material Site No. M.S.999.
Parcel No. L-SC-001

Weissenborn Appraisal 11
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Effective Date of Value

The effective date of this appraisal is September 28, 2022, which coincides with that
property visit.

Date of the Appraisal
This report was completed for use by the client on November 1, 2022.
Ownership & Five-Year Chain of Title:

According to the ADOT Right-of-Way Disposal Report dated April 12, 2018, ADOT has held
title since January 17, 1933.

There are no recent leases, rental agreements or similar encumbrances that have a bearing
on the current market value of the property.

According to Jim Walcutt, the property has been appraised several times but never actively
listed for sale.

Scope of the Project

The appraisal is not being made for a specific highway project. Rather, the subject is excess
property resulting from use as a former materials site. This is an appraisal of the fee simple
interest, subject to the reservation for utility easements included in the legal description.
Arizona State Transportation Board Resolution Data: Not Applicable

Right of Way Plan Drawing Number: Not Applicable; excess land.

Scope of Work Performed

My work on this appraisal was not limited in scope and included a thorough application of
appropriate appraisal methodology. It was made subsequent my inspection of the subject
property and investigation of relevant market data. The appraisal and report were intended
to comply with:

1 ADOT Department of Transportation Contract ID CTR054976;

1 ADOT Right of Way Procedures Manual, Project Management Section
Chapters 3 and 4;

Federal Highway Administration (FHWA) Uniform Act, 49 CFR Part 24;
current edition of the Uniform Standards of Professional Appraisal
Practice (USPAP);

1 the scope of work written specifically for this assignment.

T
T

There are three generally accepted approaches to the valuation of real property, the cost
approach, the income approach and the sales comparison approach. The applicability of
each varies with the valuation task at hand and the nature of market data available.

In the sales comparison approach, value is indicated through analysis of sales that
include properties that are competitive with the subject property in the given marketplace.
This approach is generally recognized as the most reliable in the valuation of properties like

Weissenborn Appraisal 12
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the subject and is the only approach used in this appraisal. What follows is a discussion of
the process used in the development of the sales comparison approach for this assignment.

The subject property includes a 13.55-acre parcel of vacant land at the northeast corner of
Chavez Siding Road and the 1-19 Frontage Road, in the unincorporated community of
Tubac, Santa Cruz County, Arizona. The property is an irregularly shaped parcel that is
bisected by an un-named wash that runs from west to east. As it makes its way to the Santa
Cruz River, the wash passes under |-19 and the adjacent Frontage Road via concrete
culverts and across the subject site in a west to northeast direction. Using the measuring
tool on the Santa Cruz County GIS website, only about 1.0 acre or 7.4% of the site is outside
the FEMA 100-year floodplain and locally regulated floodplain. Of this total, about 30,000
square feet is at the northwest corner of the property. The balance of the non-floodprone
land iswithihnan ar r ow st s Wwigest pobth dongahe sauth boundary.

The subject property is zoned GR, General Rural. The GR zoning is intended for low density
rural residential uses, ranching and agricultural uses. The minimum lot size is 4.13 acres.

Given the zoning and minimum lot size restriction, a total of three homesites are legally
permissible. But due to the onerous floodplain constraints, it appears only one homesite is
possible.

Based on this conclusion, the search for sales focused on floodprone properties in and
around Tubac that are similar in size to the subject and sold subsequent the pandemic. This
search included a review of sales and listings published in the multiple listing service, on
the websites of local real estate companies, data in Real Quest and information from the
Santa Cruz County public records. | have personally inspected each of the sales in the core
dataset and verified the details of each sale with a party to the transaction. Individual data
sheets for each of those sales are included in the section titled Comparable Sales Overview
on sheets titled Real Property Transaction Data. Those data sheets are accompanied by a
comparable sale location map and by individual maps and photos of each sale property.

| found three sales of comparable size, location and/or floodplain restrictions. Due to the
lack of data that is truly comparable to the subject, five individual lot sales are introduced
and used to cross-check the value opinion developed from the larger sales. Collectively,
after adjustments, the sales provide a reliable indication of value of the subject property.

In the cost approach, value is typically estimated as the sum of the contributions provided
by the land and the property improvements. The improvement valuation includes an
estimate of the current cost of reproducing or replacing site improvements, minus the loss
in value from depreciation. This approach is best suited for application where property
improvements are new or nearly new. There are no improvements at the subject property.
Thus, the cost approach is not applicable to this assignment.

In the income approach,val ue is indicated by a prop
via the discounting or capitalization of income generated. This approach is most reliable
when income producing potential is the primary market driver and market-based data is
available for use in construction of the valuation model. There is little indication that market
participant place significant emphasis on income methodology in establishing the prices
paid for properties of this class. Accordingly, application of income-based valuation
methodology is also omitted.
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Area and Local Data

The subject property is located in the loosely defined community of Tubac. a rural area in
the northeast portion of Santa Cruz County. Following is a summary of demographic and
economic data for the State, County and subject neighborhood.

State of Arizona:

Arizona is the sixth largest state in the U.S. geographically, with a total land area of 295,146
square miles. It is broken down into 15 counties which vary in size from 792,000 acres to
nearly 12,000,000 acres. About 35% of the State is controlled by federal agencies including
the Bureau of Land Management, various branches of the military and the U.S. Forest
Service. Another 27.7% is within the boundaries of various Indian reservations and nearly
13% is controlled by the State of Arizona. Approximately 8% is controlled by the National
Park Service or local governments. Only 16.5% of the total land area in the state is held by
individuals or corporations.

Arizona has been one of the fastest growing states in the nation and, based on U.S. Census

2010 figures, Phoenix is now the sixth | argest
population growth has been in Maricopa County, where Phoenix is located. Roughly 60%
of the Stateds population resides in Maricopa (

Arizona added jobs, population, and income at solid rates over the past few years. Jobs
rose 2.4% in 2017, slower than gains in 2016, but above the national rate; and the state
kept a similar pace in 2018 and posted gains in 2019. Population growth hit 1.6% and
personal income rose 4.3% before adjustment for inflation. The Phoenix Metropolitan
Statistical Area (MSA) is the engine of growth in Arizona.

Statewide job growth rose by 2.8% in 2018 and was forecast to increase by 2.7% in 2019,
2.3% in 2020, and 1.7% in 2021. Those forecasts were well above the expected national
rate of 1.7%. However, in late 2019, COVID-19 broke out in China and began to spread
throughout the world. On March 11, 2020, the World Health Organization (WHO) declared
COVID-19 a pandemic. This caused an economic recession, resulted in increased
unemployment throughout the state, and revisions to growth expectations.

Since then, the labor market tightened generating strong job gains, low unemployment rates
and rapid wage increases. At the same time, inflation has accelerated far exceeding income
growth and retail sales have started to slow. In what had been a very robust housing market,
sales have slowed significantly due to rising interest rates and a substantial deterioration in
affordability.

According to the University of Arizona Economic Outlook as of August 2022, the baseline
forecast for Arizona calls for a slowing in 2022 and 2023, as fiscal policy contracts and
monetary policy hits the brakes. There are conflicting outlooks; one forecast predicted
continued state and national growth in the near terms. The other, which is more pessimistic,
forecasts a national recession. According to the U of A report, both are equally likely.

The table that follows summarizes the Statewide economic forecast.
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Arizona Economic Forecast Data (Statewide)

Arizona Forecast®

personal Income [ mil} 396,083.6  406,779.2  430,067.2  457,428.6 485,580
% Chg from Year Ago 7.5% 2.7% 5.7% 6.4% 6.2%
Retail Sales (Smil] 148,000.0 163,000.0 167.000.0 173,000.0 181,000.0
% Chg from Year Ago 21.3% 10.1% 2.5% 3.6% 4.6%
Total Nonfarm Employment [D00s) 3,958.0 3,054.6 3,112.0 3,180.4 3,145.5
% Chg from Year Ago 3.7% 3.3% 1.9% 1.7% 1.0%
Population [000s], July 15t estimates 7,235.4 7,3595.4 7,505.6 7,610.2 7,T14.6
% Chg from Year Ago 1.5% 1.5% 1.5% 1.4% 1.48%
Residential Building Permits (units} £65,334.0 65,291.3 59.2B8.3 48,115.B 46,055.6
% Chg from Year Ago 8.3% -0.1% -5 208 -18.8% 425

Copegrighil 3027 The Viniweasily of Brisona. Al vighil s peserved.

Probaliab g | by Foravonic Arod Bavsiness Resesnnn b Conl e, Thes Lnivier iy ol Siea. Pawcicd by emataa

Santa Cruz County:

Santa Cruz County is the smallest county in Arizona and the border city of Nogales and the
adjoining community of Rio Rico comprise roughly 85% of the estimated 53,731 population
of the county. Rio Rico is a large, master-planned, principally residential community
centered roughly four miles north of Nogales.

Nogales is on the international border approximately 60 miles south of Tucson via 1-19.
The economic health of the Nogales/Rio Rico and Santa Cruz County, as a whole, is
dramatically affected by trends related to the crossing of goods into, and out of, Mexico and
its Mexican twin city, Nogales, Sonora. Economic and population growth have occurred,
generally at a moderate rate, due to its border location. Nogales, Arizona's retail stores near
the border see much business from Mexican consumers, largely for apparel, electronics and
groceries not available in Mexico. However, changes in technology and delivery to Mexico
coupled with the greater presence of big-box stores, have resulted in a steady decline in retall
sales on the U.S. side of the border.

The population of Nogales, Sonora, was estimated to be 220,292 in 2010 according to official
Mexican census figures published in 2012 by their National Institute of Statistics and
Geography (INEGI), although some believe that this understates the actual population by as
much as 30%. Nogales, Son. is growing much faster than its twin city as people from the south
seek the economic benefits of being near the border.

The population of the State of Sonora is roughly 2.9 million. Nogales is approximately 175
miles north of Hermosillo, Sonor ads capital (2015 popul
where there is a large Ford Motor manufacturing plant. A Union Pacific rail line runs south
from Tucson through Nogales to Hermosillo and the Sonoran seaport City of Guaymas. It
carries Ford cars into the U.S. as well as U.S. products into Mexico. A large agricultural
region in southern Sonora is increasing in acreage.
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For over 70 years, long-established agricultural regions in the western Mexican state of

Sinaloa have been trucking fresh produce to the U.S. through distribution facilities in Nogales

and Rio Rico. The importation and distribution of large quantities of Mexican-grown produce

provides work for many on the U.S. side. Interstate-19 begins in Tucson and terminates at

the borderinweste r n Nogales. |t provides access to Mexic
highway in western Mexico, a connectivity to Interstate 10, an intercontinental freeway in the

U.S. There are currently an estimated 90 cold storage and distribution warehouses.

In addition, there are dry storage warehouses coordinating with "twin-plants" across the

border to take advantage of low-priced Mexican labor. Dry storage is also used by the customs

brokeragei ndustry, and now Al ogi sti cs 0 agefunaidn. enc o mp
Government is a large and growing employment sector as increasing numbers of

government employees work in the area as a result of the increased attention of the

government to the border region.

In 2008, Nogales ranked asthe 42" ar gest U. S. freight fdgatewayo
shipments for all three types of shipments: land, water, and air). For freight gateways along

the U.S./Mexico border, it ranked as 5" largest. Since 2011, it has ranked as 6™ in number of

truck crossings on the U.S./Mexico border, behind Calexico, CA. Storage and distribution of

Mexican- grown fruits and vegetables by truck is the single largest industry although dry

storage and distribution by truck of merchandise related to either Mexican manufacturing or

other U.S./Mexico trade is a strong second. Additionally, American and Canadian-made

products and other goods including agricultural supplies are shipped in great quantities into

Mexico. Due to the quantity of trucks coming into Nogales from the U.S. and Mexico
transporting produce and other goods, trucking is also a major industry.

Importing, exporting, and trucking require a great many support services. The Nogales
Chamber of Commerce reports that over 350 businesses exist in the area related to importing and
exporting services.

As can be seen, much of the economic activity in Santa Cruz County takes place in Nogales
and Rio Rico. But there are several small towns and communities outside the Nogales/Rio
Rico region that focus on retirement and tourism. These include, but are not limited to,
Tubac, Patagonia, Sonoita and Elgin.

Tubac is situated on the east side of I-19 between Green Valley and Rio Rico. It is about

48 miles south of Tucson and 23 miles north of Nogales.ltsi t s at an el evation
bisected by the Santa Cruz River which provides an attractive verdant setting along the river

corridor.

Tubac is an arts community with over 100 shops and galleries situated in an historic town
setting. In addition, there are a number of locally owned restaurants and bars and a golf
resort and spa. According to the 2010 census, Tubac had a population of 1,191 which
increases in the winter due to the number of out-of-town visitors. In 2020, the estimated
population had increased to 1,581. Reportedly, 51% of the population is from 18 to 64 years
of age and 42.5% of the population is 65 years of age and older. The median age is 58.
Only 12.5% of the households had children under the age of 18 living with them.

For most commercial services and medical needs, residents of Tubac travel north to Green
Valley, Sahuarita or Tucson.

Patagonia lies in a narrow valley along Highway 82 approximately 14 miles northeast of
Nogales and the international border. It is surrounded by the Santa Rita Mountains to the
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north and Patagonia Mountains to the south. It was founded in 1898. The largest

employment sectors include mining, retail trade and services, but eco-tourism plays an

important role as visitors come to take advantage of birding opportunities at the Tucson
Audubon Societyodolsi PdhhtOeantHammamdg t he Nature Consc
Sonoita Creek. Patagonia also serves as a gateway to the Arizona Trail. The Circle Z Ranch

offers horseback riding and western lodging and meals. Patagonia Lake and State Park

offer camping, fishing and boating opportunities. The 2020 estimated population is 1,012.

Sonoita is located at the crossroads of US Highways 82 and 83. It sits an elevation of 4,885
feet and lies in a wide-open valley with rolling, grass covered hills surrounded by the Santa
Rita Mountains to the northwest and Canelo Hills to the southwest. The headwaters of
Sonoita Creek are just to the west. Historically, the area has been attractive for ranching
and equine operations. Today, Sonoita, together with the sister community of Elgin, are a
popular for vineyards and winetasting.

Transportation:

Interstate 19 is the primary transportation corridor through Santa Cruz County. It is a 4-lane
freeway that connects the international border and Nogales with Tucson. I-19 terminates in
Tucson but connects with 1-10 to provide cross-country connectivity. US Highway 82
traverses the county in a southwest-northeasterly direction. US Highway 83 extends north
from Sonoita to 1-10. Due to topographical constraints, there are few east-west roads across
the county.

The table that follows summarizes the economic statistics for Santa Cruz County.
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Monthly Labor Force, Employment, Sales, and Housing Permits

Santa Cruz County - Monthly

Summary

Persons (seasonally adjusted), Local Area Unemployment Statistics, BLS & EBRC

Civilian Labor Force 19,117.9 18,993.8 15,064.7 19,000.6
9% Chg from Year Ago -1.1% § 2.2% § -1.2% § 2.3% §
Employment 17,757.8 17,621.7 17,738.1 17,224.9
% Chg from Year Ago 3.8% fi 2.2% § 3.1% § 2.6% §
Unemployment 1,306.1 1,323.7 1,251.1 1,297.6
% Chg from Year Ago -43.1% -39.7% -41.2% -37.5%
Unemployment Rate 6.8 7.0 6.6 6.8

15,143.5 19,7502
1% § 19% §
17,901.7 18,016.2
0% 22% @
1,219.4  1,701.2
-29.6% -0.9%
6.9 2.6

Employees on Nonagricultural Payrolls by industry (seasonally adjusted), Current Employment Statistics, BLS & EBRC

Total Nonfarm Employment 13,184.0 13,079.3 13,277.4 13,305.6
% Chg from Year Ago 2.3% § 0.1% @ 1.4% § 4.3% §
Total Private 9,435.9 9,314.4 9,486.5 9,563.6
% Chg from Year Ago 4.3% § 0.5% @ 25% @ 3.6% @
Goods Producing 631.9 628.4 634.4 643.2
9% Chg from Prior -1.4% § -0.6% § 0.3% § 1.4% §
Service Providing 12,553.2 12,450.4 12,641.8 12,675.8
% Chg from Year Ago 3.0% i 0.3% § 1.3% § 4.4% §
Trade, Transportation, and
Utilities 5,361.7 5,348.1 5,390.8 5,386.7
Other Services 3,463.0 3,328.1 3,485.6 3,538.2
Government 3,739.7 3,738.6 3,735.8 3,818.7
% Chg from Year Ago -0.6% § -1.2% § -1.3% § 6.1% §
Federal 1,788.7 1,782.9 1,778.1 1,775.8
State and Local 1,940.4 1,951.0 1,962.5 2,037.4

Sales ($000s, accrual), Arizona Department of Revenue

Retail Sales (less food and gasoline)
40,663,315.0 36,194,711.0 38,549,393.0 37,792,865.0

% Chg from Year Ago 23.0% § 13.5% § 23.5% § 22.7% §
New Residential Permits Issued (units), C-40 Program, U.S. Bureau of the Census
Total 24.0 18.0 34.0 35.0
Chg from Year Ago 308 50§ 140 § 3.0 §
Single Family 24.0 13.0 34.0 25.0
Chg from Year Ago 30§ 2.0 § 140 § 30§

13,649.4 13,771.2
4.0% § 59% §
9,631.2  9,750.2
25% @ 21% @
647.8 646.5
07% § -02% §
13,019.1 13,128.9
21% § 60% @
5468.6  5519.1
3,528.5  3,557.9
4,022.7  4,034.5
3.7% § 1:00% §
1,776.0  1,785.2
2,359.8  2,2246
34,938,602.0
24.1% §
23.0 38.0
3.0f 120%
23.0 34.0
3o 1a0@

Published by Economic and Business Research Center.
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State Location Map
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Santa Cruz County Map
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